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TAX CONTROVERSY CONCERNING 
EMPLOYEE STOCK OPTIONS
Abstract
This paper aims to analyze the tax consequences of granting employee 
stock options. There is much controversy as to the sources of revenues and 
the date on which revenues are generated. The prevailing view is that taxable 
income is obtained only when shares acquired as a result of stock options 
are sold and becomes capital income and not employment related. This has 
beneficial effects for taxpayers participating in such a programme. They can 
avoid double taxation on their income, first, when they exercise rights under 
options, and second, when they sell the acquired shares.
Key words: employee stock options, incentive instrument, revenues from 
employment relationship, revenues from capital gains, sale of call options, 
sale of stocks
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2. Taxation simultaneous with granting options
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3. Taxation simultaneous with exercising options
3.1. Residents as an option beneficiaries
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3.2. Non-residents as option beneficiaries
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5. Taxation of sold stock options
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